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THE FUTURE OF LOCAL AGENTS’ ASSOCIATIONS. 


Broad Policies Which Should Control the Agency Movement. 


By E. J. TAPPING. 


To have prophesied concerning 
local agents’ associations a year ago 
would have been wild speculation 
indeed, for at that time, notwith- 
standing the fact that, with two 
exceptions, every prominent agency 
company doing business in this 
country had signed the overhead 
writing agreement, yet the attitude 
of most companies towards both 
National and State associations was 
only passive at best, while in some 
cases no attempt was made to con- 
ceal the feeling that nothing good 
could possibly be expected from 
any organizations of local agents. 
The main cause for this feeling of 
distrust was due to the wholesale 
appointment of ‘‘fool agents,’’ 
which of recent years has become 
epidemic. No one better than the 
companies which appointed them 
knew that these agents were un- 
worthy of trust, and until it be- 
came apparent that this mass of 
ignorance was to cut no figure in 
the National Association, it was 
only exercising ordinary precaution 


for the companies to withhold their 
approval of agents’ organizations. 

It has taken nearly four years to 
convince the companies that the 
National Association is under the 
control of conservative and loyal 
agents; but now that this fact is 
demonstrated, we can see the mist 
of distrust disappearing, and in its 
place shines the bright sunlight of 
confidence, which both companies 
and agents alike should endeavor 
to maintain, for without this mutual 
feeling of trust only meagre benefits 
can accrue from the organized efforts 
of local agents. 

The National Association was 
organized on the thirteenth of the 
month with thirteen charter mem- 
bers, and possibly this fatal number 
is responsihle for the lukewarm at- 
titude maintained towards it by the 
companies for so long a period; but 
be that as it may, the agents’ cause 
has at last won upon its merits, un- 
til the National Association to-day 
commands the respect of all fairly 


managed companies. In view of its 
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past record can any one doubt that a 
grand destiny awaits this remark- 
able organization? Let us consider 
some of the possibilities which are 
likely to become realities in its 
future history. 

What influence is to stem the tide 
of vicious legislation now sweeping 
over this country? Will it be the 
influence of trust and large city 
brokers, which has been so potent 
with the companies of late, or is it 
to be the influence of local agents 
working through their National and 
State associations ? 

With proper encouragement on 
the part of the companies, agents’ 
associations will very rapidly ac- 
quire sufficient strength to prevent 
the passage of unjust laws, and if 
the companies are wise, the neces- 
sary support will be heartily and 
promptly given. While the power 
acquired by agents’ associations to 
control legislation can be made a 
great blessing to the insurance busi- 
ness, yet we must not forget that 
the same power, when used improp- 
erly or ill-advisedly, may also be- 
come a curse. In order to prevent 
precipitate and possible unwise ac- 
tion on the part of State associa- 
tions, the by-laws of each organiza- 
tion should be amended to provide 
that no legislation may be endorsed 
or supported by any State associa- 
tion until the proposed bill shall 
have first been referred to the com- 
mittees on legislation of both the 
National Association and the Na- 
tional Board. 

While the question of legislation 
will always be a live issue in the 
history of agents’ associations, yet 
it is not to be expected that these 
organizations will be maintained for 
this cause alone. In fact, it is well 
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understood that the local agents of 
this country expect great things 
from the National Association in 
the matter of much needed reforms 
in the business as between com- 
panies and agents. 

The solution of the sole agency 
question now being agitated by the 
National Association means more 
to local agents than all other ques- 
tions combined, for the evil of 
‘‘multiple agencies’’ is not only 
ruinous to the reputable agent’s 
business, but it also degrades him 
in the community where he lives. 
It is not improbable that the ‘‘ sole 
agency resolution’’ passed at the 
Buffalo convention last year may 
be amended at the meeting to be 
held in Milwaukee on Aug. 30 and 
31, to include all cities irrespective 
of population. 

The next question which is likely 
to receive attention from the Na- 
tional Association is that of the 
‘*Trust and large city brokers.’’ 
Except in isolated cases the com- 
panies have done little or nothing 
to protect their local agents’ busi- 
ness against the inroads made upon 
it by these highly-favored individ- 
uals who, seemingly in proportion 
to the bad practices which they in- 
troduce, are rewarded for their 
treachery and rascality with poli- 
cies varying from three to five times 
the amount formerly carried on the 
same risk for the local agent, and 
at a reduction in rate ranging from 
ten to fifty per cent. A continuance 
of this shameful treatment will cer- 
tainly result in serious trouble, for 
even easy-going local agents, while 
smarting under the stripes of the 
brokers’ lash, may be goaded on to 
seek revenge by committing follies, 
which even though injurious to 





The Future of Local Agents’ Associations. 99 


themselves, would also. greatly 
harass and annoy the companies. 
It is to be hoped that the National 
Association will succeed in arous- 
ing the companies to a full sense of 
their duty to local agents in correct- 
ing this manifest injustice. 

In the present period of rapid 
evolution through which the busi- 
ness of fire insurance is now passing, 
it seems to be taken for granted that 
the National Association will de- 
clare itself upon each of the impor- 
tant problems arising from time to 
time, and among the most import- 
ant of these questions now await- 
ing solution is that of uniform com- 
missions. 

A perusal of the opinions written 
by local agents from all parts 
of this country, as published in the 
May number of INsuRANCE Eco- 
NOmIcs, should certainly convince 
the most skeptical underwriters that 
a large majority of local agents are 
in favor of uniform commissions, 
and with this most decided expres- 
sion of opinion, it would seem rea- 
sonable to expect an affirmative 
declaration from the National As- 


sociation on this subject in the near 


future. 


A very important matter which 
should engage the attention of the 
National Association in the future, 
is that of annually revising the list 
of companies which have agreed to 
abstain from overhead writing. The 
National Association, having re- 
quested local agents to favor com- 
panies supporting this agreement, 
is in duty bound to protect such 
companies as are fulfilling their 
promises, dropping from the list the 
names of those which are known to 
have broken their pledges. It is 
often said that local agents are 


equally guilty with the companies 
in this matter of overhead writing, 
and while this statement may be 
true, it is possible for the companies 
to stop the practice in both cases, 
for no local agent can write in an- 
other agent’s territory without the 
sanction of his companies. 

The National Association ‘does 
not intend to aim all of its guns at 
the companies, but, on the con- 
trary, will use a large portion of its 
ammunition in disciplining its own 
members. The association should 
and will put forth earnest and per- 
sistent efforts to so arouse the man- 
hood of local agents as to make 
them proof even against the tempta- 
tions which are constantly held out 
by disreputable special agents, who 
in turn represent disreputable com- 
panies. While many charges af- 
fecting the proper conduct of our 
business may be laid at the local 
agent’s door, yet we believe that in 
avast majority of cases the origin 
of the evil complained of could 
easily be traced to a _ corrupt 
company which employs special 
agents of the same stripe for the 
very purpose of inculcating in the 
minds of its agents the motto, ‘‘ Get 
business, honestly if you can, but 
get business.’’ 

It cannot be denied that the Na- 
tional Association has a big con- 
tract on its hands in undertaking to 
overcome the pernicious influence 
of bad companies upon local agents, 
and the very idea of such a proposi- 
tion will be laughed at by many as 
an Utopian dream ; however, we be- 
lieve that the Local Agents’ Asso- 
ciation will ever aim at a high mark, 
and with determined effort even this 
herculean task is possible of achieve- 
ment. 
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Let us fervently hope that the 
National Association will continue 
to conduct its affairs in the future 
as in the past, upon a conservative 
basis free from all selfishness or 
greed, never forgetting that greater 
victories may be won by temperate 
perseverance than by violent assault. 
With this spirit permeating the 
ranks of National and State associa- 
tions, the local agents’ cause will 
command increasing respect, the 
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old bond of sympathy between com- 
pany and agent, which unfortu- 
nately in many cases is now little 
more than a reminiscence, will again 
flourish, and when this millenium 
arrives, is it too much to hope that 
Mr. Usurper Broker will be ousted 
from the snug berth which he has 
occupied so long, and the long su ffer- 
ing local agent restored to his right- 
ful place in the affections of his 
companies? 








MULTIPLE AGENCIES .IN FIRE INSURANCE. 





A Practical Attempt to Control the Question and Its Results. 





By MYER COHEN. 


Time was in the conduct of fire 
insurance business, when the repre- 
sentation of an insurance company 
as local agent was a sought-for and 
desired distinction. Nowadays and 
for five years past, it is the com- 
panies who seek good and proper 
representation. Hardly a local 
office known as progressive, that 
has not declined to become agent 
for numerous powerful organiza- 
tions — scarcely an agency not beset 
with ‘‘specials,’’ seeking to place 
companies and sometimes even on 
an agent’s own terms as to lines, 
commissions and risks. 

What has brought about this 
change in affairs? Surely the in- 
demnity offered is as good to-day as 
in days of yore! Companies still 
vie with each other in promptness 
in settlement and payment of losses, 
and the character of the men con- 
trolling the companies is as high. 
What magic then has been in- 
voked? Is the cause to be found in 
the actual competition of the day? 
Is not the change solely and en- 
tirely brought about by the multi- 
plication of agencies? Have not the 
greatest and best of all our com- 
panies, as well as the least, departed 
from old time principles, worship- 
ped other gods, and brought about 
changed conditions through the fact, 
that they have increased every- 
where and on every occassion the 
number of their agents? I think 
so, and it is my purpose to show 
conditions now existing in the 


District of Columbia. 





On April 12, 1900, I wrote that 
in my opinion the multiplication of 
agencies was responsible for the 
high commissions. I stated then 
and repeat now that ‘‘the multiple 
agency system has brought into the 
insurance business those who know 
nothing of the science of indemnity, 
and who seek only the resultant 
commission, who trade their alle- 
giance for an additional percentage, 
and who are much more the pirates 
in the business to-day than the 
undercutter.’’ I speak from a local 
experience of nearly twenty years, 
as well as from broad general obser- 
vation ; and at the convention of the 
National Association of Agents 
held in Buffalo last year, I was one 
of those who beheld with satisfaction 
the utterances of that body on this 
evil, and urged even a more radical 
expression. To show how closely 
agents and companies stand to-day 
on the question, I parallel the 
official utterances : 


NATIONAL ASSOCIATION OF AGENTS. 


RESOLVED, That we request the Com- 
panies to take joint action limiting them- 
selves to one representative in all territories 
containing a population of 100,000 or less, 
as shown by the last National Census ; and 
that we further request them to co-operate 
with the local agents and field men with a 
view of reducing the number of agents to 
a reasonable minimum in territories con- 
taining more than 100,000 inhabitants, as 
above shown. 

COMMITTEE OF TWENTY-SEVEN. 
(Agreement of 1900). 


No company for itself or jointly with its 
subsidiary organization subscribing hereto 
shall appoint more than, two agencies, 
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whether under commission or salary, in, 


any town having a population not exceed- 
ing 100,000 within the territory covered by 
this agreement. The Committee of Super- 
vision shall consider the situation in the 
cities of over 100,000 inhabitants, and in 
each case shall frame rules looking to the 
limitation of the number of agencies on 
lines of absolute equality to all companies. 


It will be seen that the companies 
and agents stand very nearly upon 
common ground, and that a rigid 
adherence will soon make the mul- 
tiple agency system a thing of the 
past. 

Numerous references have been 
made to the effort recently made in 
the District of Columbia for the 
restriction of the number of agents ; 
and while the effort has not been a 
success, still it has brought about 
progress in the right direction. 
Let me present the facts briefly : 


Our Board of Underwriters is now 
in the fifteenth year of its existence. 
In 1888 it had forty-six members, 
ten local companies, one of which, 
the Potomac (then of Georgetown, 
D.C.) maintained an agency branch, 
all others having but one policy 
writing office. There were thirty- 
six additional members representing 
eighty-five non-resident companies, 
Of these, five companies had dupli- 
cate agencies, and one company 
had three agencies. A number of 
brokers and solicitors (actual fig- 
ures being unobtainable) placed 
insurance, receiving, under our 
rules, ten per cent, in the case of 
real estate agents, and fifteen per 
cent to registered solicitors. In 
1895 the association had one hun- 
dred and five members, and of the 
thirteen local companies, only two 
were content with their home office 
writings, the other eleven having 
planted additional writing offices, 
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varying in number from one to five 
(Lincoln). The number of agency 
members had increased to ninety- 
two of whom many were brokers in 
1888. Of these ninety-two, eleven 
were agents for local companies 
only, and seven had local and non- 
resident representation, leaving 
seventy-four agents representing 
eighty-two companies. In July of 
that year, in addition the one 
hundred and five members had 
associated one hundred and twelve 
persons and firms as _ solicitors. 
High water mark, however, was 
reached in January, 1897, when we 
counted up a membership of one 
hundred and ten with one hundred 
and twenty-three registered solici- 
tors, and ofthe locals only two main- 
tained a single policy writing office, 
the other eleven having twenty- 
seven distinct agencies, ranging 
from one to six. There were 
ninety-seven agency members of 
the association, of whom fifteen 
represented local companies only, 
nine represented local and non- 
resident companies, leaving but 
seventy-three agencies representing 
ninety-two non-resident companies. 

Mark the change, and mark the 
constant and regular workings of 
the multiple agency system under 
which, with no regard to qualifica- 
tion, solicitors are made agents. 

In January, 1900, the association 
had only thirty-four registered 
solicitors, but the membership had 
increased to one hundred and forty- 
six members, the number of local 
companies being reduced to twelve 
by the amalgamation of the Lincoln 
and Potomac. Representation of 
companies was as follows: Poto- 
mac, D. C., nineteen writing 


offices; Riggs, D. C., ten; Peoples, 











D. C., nine; Agricultural of Water- 
town, eight; Manchester of Eng- 


land, seven; Arlington, D. C., 
seven; Columbia, D. C., seven; 
Firemen’s, D. C., six ; Greenwich, 
New York, six; New York Under- 
writers Agency, six; Corcoran, D. 
C., six; Home of New York, five; 
Niaraga of New York, five; Ameri- 
can of New York, five; Commercial 
Union, five ; National Union, D.C., 
five ; New Hampshire, four; British 
America, four; Caledonian, four ; 
Franklin, D. C., four; Security, 
four; Northern, four; Palatine, 
four; Norwich Union, four; Lan- 
cashire, four; Firemen’s of New- 
ark, four; Firemen’s of Baltimore, 
four. Thirteen companies had 
three agents each ; thirty-two com- 
panies had two each, and only 


forty-two were content with one 
agent. 
When the personnel was _ sub- 


jected to analysis, it was observed 
that a very large number of real 
estate agents had obtained appoint- 
ments as writing agents of insurance 
companies, lured on by the high 
commissions being paid for the pre- 
ferred business directly in their 
control; it being understood that 
any person merely controlling a 
good line of preferred 
could be appointed an agent and 
receive his reward in the shape of a 
commission varying from .twenty- 
five to forty per cent. Many of 


business 


these recent appointments were 
made directly from the solicitor 
class; from men who had been 


quite content to receive a brokerage 
on the business; until the fierce 
struggle for this high rated pre- 
ferred business pointed the way for 
making agents of men who made no 
pretension of an underwriting ex- 


Multiple Agencies in Fire Insurance. 
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perience other than the control of 
the business. 

The seed that was planted at the 
National Association convention 
fell upon fruitful soil, for much dis- 
cussion ensued as to how to stop 
the multiplication of agencies, and 
how to cut down existing repre- 
sentation. We had been taught by 
previous experience that company 
managers claimed the inalienable 
privilege of appointing as many 
agents as they saw fit, their stock 
argument being (and still con- 
tinuing) that ‘‘ the next thing that 
would happen, would be a dicta- 
tion’’ to them of how many clerks 
they should employ. Therefore, 
we concluded that we would not 
interefere with this privilege, but 
we would change the method of 
the payment of expenses of the 
Board. Previously there had been 
a percentage tax upon 
receipts without regard to number 
of agencies; after considerable dis- 
cussion an amendment that wiped 
out that form of payment 
adopted, and in place thereof a uni- 
form levy was made on companies, 
i. e., for one agent an amount not 
to exceed $25 ; for the second agency, 
$50; for the third agency, $75; for 
the fourth and each succeeding 
agency, $100 each. 


premium 


was 


The plan met with much opposi- 
tion at its inception; but as time 
wore on, its manifest justice became 
apparent to nearly all. The pro- 
pounders of the plan admitted that 
the license tax fixed was not in- 
tended to operate for all time, but 
it was believed would effectually 
tend to a reduction in the number 
of agentsimmediately. How nearly 
correct they were in their supposi- 
tion is best evidenced by the fact 
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that seventy-two writing agencies 
have been, since the operation of the 
rule,takenup. One local company, 
however, and a few non-resident 
companies, principally controlled 
by or in sympathy with the local 
company, refused to comply with 
the regulation; and their persist- 
ence in that refusal, even to the 
point of bringing on a rate war, has 
brought about what may now be 
admitted to be a failure of the plan. 
The Local Association is about to 
do away with the rule, as it is now 
clearly seen that it is a rock on 
which the board will founder; and 
although some are willing to have 
a rate war in what they believe to 
be a just cause, the conservative 
element prefers the keeping together 
of the association for rate-making 
purposes. So the grave of this 
plan is already dug ; and once more 
greed of the few and its concurrent 
evil, the multiple agency system, 
scores a triumph over right prin- 
ciples and practices. 

It is like mourning over a lost 
cause to review present conditions 
in the District of Columbia; but 
that is such a mite in the road that 
the march of progress will not be 
stayed for an instant by results 
there. The plan proposed has sim- 
ply been demonstrated to be inade- 
quate, and it is refreshing to turn to 
the declaration uttered in the agree- 
ment of 1900. Too much credit 


cannot be given to the National As- 
sociation of Agents for the present 
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general opinion on the subject. 
Glance at the proceedings of the 
last convention : the report of Pres- 
ident Woodworth dealt vigorous 
blows at the evil; Chairmen 
Robinson and Jackson furnished 
arguments and. figures convinc- 
ing in their directness; and so 
through this organization there 
came a far-reaching cry for the 
eradication of the evil, which 
cry the companies have heard and 
heeded. 


I think all insurance men in the 
United States must now agree that 
the general condemnation of the 
multiple agency system is a thing 
accomplished; it only remains to 
carry out the recommendations. 
Managers need to put on their 
thinking caps in selecting the mate- 
rial to be weeded out, and agents 
must stand ready to make sacrifices 
for the general welfare. Many of 
us in the working of the plan may 
have to part with representation 
near and dear to us, but the solution 
of the difficulty will prove so great 
a blessing that we shall have no 
heart burnings. Too much time 
should not be consumed in record- 
ing the past; but I have dwelt at 
some length on local experience in 
order to have a record and make 
known some of the workings of the 
system. May it tend to prevent the 
spread of the evil, and, in co-opera- 
tion with the experiences of others, 
reform it altogether. 

WASHINGTON, D. C., July 10, 1g00. 





THE NATIONAL ASSOCIATION OF LIFE UNDERWRITERS. 


Does Its Present Organization and Methods Accomplish the Createst Benefit for Life 


Insurance ? 


By D. N. Hoiway. 


In attempting to answer so im- 
portant a question as the above, I 
am reminded at once of the delicacy 
involved. As one of the four gen- 
tlemen delegated tocall the National 
Association into being ten years ago, 
I recall with exceeding interest the 
glow of satisfaction that pervaded 
the delegates from Nebraska to 
Maine, as they grasped hands and 
looked into each others’ faces for 
the first time. It was a pentecostal 
occasion never to be forgotten. 
There was then realized for the first 
time what genuine ability and no- 
bility was engaged in the field work 
and thereby a clear apprehension of 
the worth of honest competition. 
Antagonistic competitors became 
warm friends. Sociability thrust 
aside envy. Friendships were born 
that will never die. 

As the intervening years have 
become actual history, with annual 
meetings in the east and west 
equally divided, the social barome- 
ter has risen and fallen in varying 
degrees, but at no time has it be- 
come an unimportant factor. Simul- 
taneously earnest, able and honora- 
ble men, occupying widely different 
positions in the great work, have 
elaborated their best thought for 
the good of all in essays and 
speeches of much value. As the 
hidden springs that pour forth their 
pure waters cannot be measured as 
to their value, so it may not be 
within our province to properly 


measure the worth of these thoughts 
that have gone forth from many 
minds. They are the seed care- 
fully sown year by year, and, as 
husbandmen, we are answerable for 
the harvest. 


These ten years have been a pre- 
lude period in which much has been 
well done and some might have 
been better done. That is the 
natural result, however, of all 
human undertakings. This year 
in abandoning the former method of 
being entertained by some local 
organization, and having instead all 
delegates and attending underwrit- 
ers pay their own expenses, the 
association enters upon a practical 
period of action, which in a meas- 
ure sets aside the former social 
features as essential and puts all up- 
on an equality. And here we have 
an ‘‘open door’’ to such changes 
as these ten years of history have 
shown to be needful. As an organ- 
ization, we do not need the further 
fostering of social functions. It is 
for us now to stand firmly and 
gladly upon the basis of the friend- 
ships created, and discuss the live 
issues that confront us in our daily 
work. We are where we can trust 
and honor, each other, no matter 
how widely we may differ. Discus- 
sions entered upon in this spirit 
will call out the best in each dis- 
putant, and all should go home 
with new inspirations for the future 
work. 


” 
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While, therefore, it may be need- 
ful to answer this query negatively, 
as we apply it broadly to the more 
recent past, it should be considered 
also in the light of what its 
present officers are leading us 
to, as the forthcoming convention 
at Saratoga Springs will demon- 
strate. 

There should be entire co-opera- 
tion between the official staff of all 
our life companies and the National 
Association. There is no room for 
jealousy, but every reason for en- 
couraging the development of the 
field force into an ever enlarging 
efficiency. When the public once 
really comprehends that the officers 
are a unit with the solicitors in 
having life insurance fairly, hon- 
estly and clearly presented, irre- 
spective of any particular corpora- 
tion, it will mark its approval by a 
better patronage than has yet been 
experienced. As this convention 
meets during the closing days of 
the nineteenth century, it should 
show the spirit of the dawning 
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twentieth sufficiently to inaugurate 
methods that shall be the basis of 
larger developments as the new 
century advances than have yet been 
realized. 


Finally: In all matters of conse- 
quence in this world it is the interior 
thought that finally rules through 
properexpression. The great army 
of solicitors that are to be repre- 
sented at Saratoga should have an 
expression of positive, practical and 
progressive methods clearly voiced. 
It is of the utmost importance that 
all those who attend shall go there 
with a full determination to aid in 
every possible way in making this 
convention a greater success than 
has attended any previous one, and 
the more fully the officers of all 
American life companies encourage 
their managers and solicitors to be 
there, and also attend themselves, 
will this next meeting be successful 
beyond our fondest expectations, 
and the opportunity to have this 
query again open for discussion 
entirely disappear. 


Evolution of the National Association. 


[The subjoined editorial article, taken from INSURANCE ECONOMICS for July, 1899, is 
reprinted because of its seeming appropriateness when taken in connection with Mr. 


Holway’s admirable contribution. } 


But, after all has been said about 
what has been done, the important 
question is, What of the future? 
Has the association actually taken 
on a new life, and is it destined to 
perform a larger and more impor- 
tant work as the years go on? In 
answer to that question we may say, 
in part, that it will take an immense 
amount of bad management to de- 
stroy the influence of the associa- 
tion. An organization which has 
lived for ten years under constant 
criticism and discouragement, with 





the covert and often open opposition 
of company officials, could not pos- 
sibly be dissolved ina day. It has 
already proved its powers of recu- 
peration in the face of disintegration, 
for there can be no doubt that the 
administration just closed has 
stopped decay and sent new blood 
coursing through the veins of the 
association. If the reaction which 
has set in is wisely nurtured by the 
new administration, its effects will 
be more visible at the close than at 
the opening of the current year. 











But we believe the question of 
future work centers more largely 
about the scope of the association 
than many suppose. Will its 
strength in the future rest upon its 
social features or upon the exercise 
of legislative functions? That 
question should be determined by 
actual conditions and not by theo- 
retical conceptions. There are 
many theoretically right things in 
this world which become practically 
wrong in the face of conditions. 
We can recognize the value of the 
social feature as a factor in field 
work, and at the same time take the 
ground that new conditions demand 
results of a more positive character. 
It is a singular fact that life insur- 
ance is almost the only business in 
which there is an absence of uniform 
action upon the commercial side. 
It may be said that life insurance 
differs from all other kinds of busi- 
ness. But that is largely true in 
theory only. In practice the condi- 
tions in life insurance duplicate the 
conditions which in other lines of 
business call for united, uniform 
action. In life insurance there is a 
constant pressure in the same direc- 
tion, and there will be an inevitable 
turmoil and strife until this condi- 
tion is met. Shall it be met by the 
National Association or by a new 
body which is certain to spring up 
if the needs of the hour are not 
recognized ? 

The great value of social work 
has. been mentioned. All broad 
minded men have recognized its in- 
fluence and profited by its results. 
In a business way it has been of 
inestimable value. Life insurance 
is better known and more widely 
appreciated because the men en- 
gaged in the business have by as- 
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sociation been brought in touch with 
those engaged in other walks of 
life. The growth of life insurance 
since the organization of the 
National Association has been 
something marvelous. In that 
period the insurance in force has 
increased over 100 per cent. Not 
all, but a part of this increase, may 
be attributed to the work of the 
local and national associations. 
There may, however, be a question 
whether the power of the association 
as a promoter of business has not 
reached the limit of its usefulness, 
in view of the fact that life insur- 
ance is now so universally accepted 
as an economic factor in the com- 
mercial and social life of the nation. 
Or at least it may be doubted 
whether this power is now of enough 
importance to insist upon its pres- 
ervation in view of more pressing 
needs. , 

On the other hand, it should be 
recognized that the association 
which takes on legislative functions 
subjects itself to a danger which is 
not present in a purely social organ- 
ization. In the latter, members 
may come and go, but the organiza- 
tion will stand; but in an associa- 
tion whose strength rests upon 
legislation controlling the practices 
of the business, the withdrawal of 
a single member may lead to the 
immediate dissolution of the organ- 
ization. 

But it is, as we have said, a 
question of conditions. The major- 
ity of those engaged in the business 
are constantly crying for more posi- 
tive action, for an opportunity to 
register in unmistakable terms their 
oppositionto demoralizing practices. 
The minority say ‘‘hands off.’’ 
There are over fifty thousand men 
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engaged in the prosecution of life 
insurance in America. The mem- 
bership in the local associations 
to-day consists of less than one 
thousand. So long as the associa- 
tions maintain purely social features 
the membership will be confined. 
It is true that numerical strength is 
not always actual strength. One 
thousand earnest men well organ- 
ized and united may do more than 
fifty thousand badly organized and 
disunited. But shall we say that 
the one thousand are the anointed, 
the chosen few, or shall we recog- 
nize that there is something in the 
cry of the forty-nine thousand which 
demands attention ? 

As a matter of fact these demands 
have already received recognition. 
The conditions have controlled the 
situation against the protest of man. 
To the casual observer there may 
seem no practical difference between 
the action taken last year in regard 
to the anti-rebate compact and this 
year’s action upon commissions. 
But as a matter of fact there is a 
wide difference. This year’s action 
was taken in response to a wide- 
spread demand; last year’s action 
was not. This year’s action is a 
concession to the spirit of unrest, 
and a recognition that the social 
feature does not give the agent all 
that he needs. 


We believe this is a step in the 
line of progress and evolution. We 
do not always recognize progress 
when it faces us. Satisfied, or at 
least content, with the conditions 
as they exist, we often misconceive 
real progress and think it reaction 
and retrogression, because it dis- 
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turbs this peace of mind. But prog- 
ress always involves a sacrifice of 
present contentment, and in the 
larger scope which seems to be 
opening up before the National As- 
sociation this sense of sacrifice will 
come to those who have clung to its 
original purposes and fondly hoped 
it might develop to grand propor- 
tions under this circumscribed plat- 
form. Strict adherence to the social 
feature shuts out so much that is 
interesting and important to the 
business of- the life insurance agent 
that it has been obliged to succumb 
to the pressure which is crowding it 
aside. This change will involve a 
deep loss to many, and some loss to 
the business at large, but on the 
whole it will represent a gain, be- 
cause it will enlarge the usefulness 
of the association and draw within 
its influence an increased number 
of field workers. 

For next year the assignment of 
a time and place of meeting has 
been left to the judgment of the 
executive committee. A location 
remote from large centres of popu- 
lation will probably be chosen, and 
a departure taken from the plan of 
imposing the expense of entertain- 
ing delegates upon local associa- 
tions. Less time will be devoted to 
mere pleasure seeking and more to 
discussion and action upon live 
questions. The opportunities con- 
fronting the present administration 
are large and full of promise. If 
taken at the flood, they will lead on 
to success. But if there be a re- 
action against manifest tendencies, 
the real value of the work of the 
past year will be lost. 





MULTIPLE AGENCIES AND SUBSIDIARY ORGANIZATIONS. 


Showing the Extensive Duplication of Company Management and the Significance of 
the « Annex” Problem. 


The publisher of this magazine 
recently addressed a communication 
to fire insurance companies for the 
purpose of securing information in 
regard to subsidiary organizations, 
including both companies’ and un- 
derwriters’ agencies. The discus- 
sion of the so-called ‘‘ Annexes,’’ in 
connection with the multiple agency 
problem, had become so acute as to 
make it seem desirable that some 
definite official information upon 
this question should be given to 
the public. Our inquiries were ad- 
dressed to the companies solely with 
the desire to throw light upon the 
problem under discussion. 

About one-half of the companies 
maintaining ‘‘ Annexes’’ responded 
to these inquiries without reserva- 
tion. The balance declined to give 
the information. In doing so, they 
acted wholly in their rights. They 
were under no obligation, what- 


ever, to furnish the information 


to the publisher of this magazine. 
In view of the fact that a large 
proportion of the companies did not 
respond to the inquiries made, we 
have concluded that an injustice 
would be done, both to those who 
responded and those who did not, 
if any attempt were made to pub- 
lish a statement of facts based upon 
these replies. The information thus 
obtained has been entirely thrown 
aside, and the tabulation presented, 
showing ‘‘ Annex’’ companies and 
Underwriters’ Agencies, is based on 
such other sources of information 
as are available to the publisher. 
In order to make the scope of 
inquiry broad enough, we have in- 
cluded in this tabulation all organi- 
zations under a single management, 
showing both principal and associ- 
ated companies, with the premium 
receipts of each. No tabulation of 
premium receipts is possible in the 
case of Underwriters’ Agencies. 


List OF FIRE INSURANCE COMPANIES UNDER JOINT MANAGEMENT. 


——COMPANIES.-—— 
PRINCIPAL. 


Aachen & Munich 


Alliance 


Baloise 


Helvetia 
Nederlands 


Svea 
Atlas 


Kings County 


Assurance Co. of Am. 


Natl. Standard 


Buffalo-German 


Buffalo-Commercial 


Caledonian 


Caledonian Am. 


ASSOCIATED. 


7—— PREMIUMS IN 1899.——, 
PRINCIPAL. ASSOCIATED. 


$481,000 
$164,000 
363,000 
423,000 
406,000 
435,000 


703,000 


43,000 

158,000 
180,000 

351,000 
117,000 

1,146,000 
93,000 
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Commercial Union 


Eastern, N. Y. 
Eureka, Cinti. 
Firemen’s Fund 
German American 
Germania 
Granite State 


Hartford 


Liv. & Lon. & Globe 


London & Lancashire 


Milwaukee Mech. 
Madgeburg 
Manchester 
National, Ct. 
North British 


North German 


Norwich Union 
Pheenix, Eng. 
Royal 
Thuringia 


Union Assu. 


Palatine 
Coml. Union, N. Y. 


Northern, N. Y. 
Security, Cinti. 
Home Mutual 
German Alliance 
International 


Portsmouth F. A. 


Citizens, Mo. 
Franklin, O. 


L.& i..& G&G, N.Y. 


Orient 
Norwalk 


Milwaukee Fire 
Madgeburg, N. Y. 
American, N. Y. 
Mechanics & Traders 
North British, N. Y. 


Transatlantic 
North German, N. Y. 


Indemnity, N. Y. 
Pelican 

Queen 

Thuringia Am. 
Law Union 


Victoria 
State 


2,519,000 


406,000 
98,000 
1,809,000 
2,688,000 
I, 205,000 
* 341,000 


6,224,000 
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Western, Can. 


British America 
British America, N. Y. 


Scottish Union 
Lion 


COMPANIES MAINTAINING 

Company 
Allemania, Pa. . 
Armenia, yy 
Ben Franklin, Pa. 
Citizens, Pa. 
Capital, N. H. 
Eureka, Cinti. 
Fire Association 
German, Pa. 
German, Freeport 
German American 
German Alliance : 
Grand Rapids, Mich. 
Hartford, Ct. 
Humboldt, Pa. . 
Ins. Co. of N. A. 
London & Lancashire 
Milwaukee Mechanics 
Mechanics, Pa. . 
National, Pa. 
Norwalk, Ct. 
National, Cinti. 
Northwestern National 
New Hampshire Fire 
Security, Cinti. 
Teutonia, Pa. 

NOTE : 


Subsidiary Organizations. 


1,646,000 
1,108,000 
198,000 

2,199,000 
533,000 


Totals $44,954,000 $13,472,000 


UNDERWRITERS’ AGENCIES. 

Agency 
Pittsburg Underwriters 
Underwriters of Pa. 
Pittsburg Underwriters 
Underwriters of Pa. 
New England Underwriters’ Agency 
Cincinnati Underwriters 
Philadelphia Underwriters 
Underwriters of Pa. 
Western Underwriters 
German Alliance Ins. Asso. 
German Alliance Ins. Asso. 
Grand Rapids Underwriters’ Agency 
New York Underwriters’ Agency 
Pittsburg Underwriters 
Philadelphia Underwriters 
English American Underwriters 
German Underwriters 
Underwriters of Pa. 
Pittsburg Underwriters 
English American Underwriters 
Fire Underwriters’ Agency 
Northwestern Underwriters 
New Hampshire Underwriters 
Cincinnati Underwriters 
Pittsburg Underwriters 


a 


The premium receipts of eighteen companies maintaining underwriters’ 


agencies, whose figures do not appear in the first compilation, aggregate $13,478,000. 


The information presented in the 
above tabulation is most interesting 
and valuable, both because it gives 
a comprehensive idea of the concen- 
tration of management, and also 
reveals the size of the problem 
which, it is claimed by some, must 
be settled in co-ordination with the 
problem of multiple agencies. The 
tabulation shows that there are 


sixty-five companies controlled by 
twenty-seven individual manage- 
ments. There are in addition 
twenty-five companies operating 
through the medium of underwrit- 
ers’ agencies. There are eighty- 
five companies now doing business, 
which will be directly affected by 
any comprehensive legislation in- 
tended to limit or regulate subsidi- 
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ary organizations. The total pre- 
mium income of these companies is 
$72,000,000. 

It is unnecessary to say that the 
problem is a large one. The ques- 
tion is, can it be settled in connec- 
tion with multiple agencies? Can 
the companies or agents, acting 
separately or in co-operation, formu- 
late a rule which will be just to the 
subsidiary organizations, and will 
at the same time meet the wishes of 
those companies which do not main- 
tain ‘‘ Annexes ?’’ 

In the opinion of this magazine 
they cannot. We believe that the 
connection between ‘‘ Annexes’’ 
and multiple agencies is too slight 
to render an effective settlement of 
both questions possible at the same 
time. Our reasons for taking this 
position were fully discussed in the 
June number. We believe that the 
insistence upon the adoption of a 
rule controlling ‘‘ Annexes,’’ in 
connection with the limitation of 
agencies, will effectually defeat the 
solution of the latter problem. 

Speaking broadly, the ‘‘ An- 
nexes’’ have grown out of natural 
economic conditions. Their rise 
has been controlled by laws entirely 


distinct from those which have led 
to the multiplication of agencies. 
Future or present exigencies may 
demand ‘2gislation upon subsid- 
iary organizations, but not in 
connection with legislation upon 
multiple agencies. Many of the 
subsidiary organizations are but 
temporary, and some of them are 
already beginning to disappear from 
active operation; others represent 
important permanent interests, 
which cannot be arbitrarily regu- 
lated without creating trouble ; and 
yet there is no actual difference 
between the two classes of organiza- 
tions, a fact which makes it impos- 
sible to draft a rule which will 
cover the question. At the very 
best it would be necessary to deal 
with each subsidiary organization 
according to the special circum- 
stances and local conditions sur- 
rounding it. We believe it is a 
mistake for any one to insist upon 
the adoption of a rule covering sub- 
sidiary organizations in conjunc- 
tion with the regulation of multiple 
agencies, because in so doing they 
are standing in the way of progress 
and preventing an effective limita- 
tion of company representation. 





REVIEW OF THE MONTH 


LIFE INSURANCE. 


The call for the eleventh annual meeting 
of the National Association of the Life 


Meeting of the Na- Underwriters, to 


, gt be held at Sara- 
tional Life Association. gn, tidied rt ond 


12, has again directed the attention of field 
workers to the aims and purposes of this 
association, together with the results which 
it has accomplished for life insurance. In 


holding the ‘convention at Saratoga this . 


year, the association has departed from 
previous practices, and this departure is 
undoubtedly an indication of important 
changes likely to take place in the future 
conduct of the organization. The custom 
of holding the convention in large centres, 
accompanied by the expenditure of sub- 
stantial sums of money by local associa- 
tions, designed partly for the purpose of 
‘‘booming ”’ business for the life insurance 
interests in that particular locality, has 
constituted one of the essential features in 
the past policy of the association. Its 
work since organization ten years ago, has 
been confined almost wholly to promoting 
improved social relations between life in- 
surance men, and to cultivating a more 
widespread public interest in the value of 
life insurance. In both of these respects 
the association has performed a _ vast 
amount of benefit. While this benefit 
cannot be measured, it may safely be said 
that the great strides made during these 
ten years, have been due in no small degree 
to the work of the National and local life 
underwriters’ associations. 


The desire on the part of local associa- 
tions to use the National convention for the 
purpose of emphasizing the importance of 
life insurance in particular communities, 
has, until the past year, been a control- 
ling factor in the selection of the place of 
meeting. At the present time, however, 
life insurance is so universally recognized 
that the value of these annual conventions 
as an advertising medium has grown some- 
what less. At the same time the expense 
of entertainment by local associations, due 
to friendly rivalry, has steadily increased. 


Coincident therewith there has grown up 
a sentiment among life insurance workers, 
which has constantly shown itself and 
steadily increased, in favor of a departure 
from the established social] functions of the 
organization, and a feeling that more of a 
practical business value might be secured 
by holding the conventions at places where 
more time could be devoted to the discus- 
sion of current problems, and less to the 
social entertainment of delegates. 


¥ 


The change of policy which, impercept- 
ibly to some perhaps, has gradually been 
An Enlarged Faagie itself in the con- 
Outlook. uct of the association, is 

the natural outcome of an 
evolution in ideas, and if persisted in 
is undoubtedly destined to materially 
strengthen the organization and win for 
it a prestige and influence which for a time 
seemed slipping from its grasp. For sev- 
eral years prior to the election of President 
Cochran in 1898, there had been a steady 
decline in the membership of the associa- 
tion, and a marked falling off in its effect- 
iveness. This was due mainly to the fact 
that the National Association, successful as 
it had been in improving social relations 
between life insurance men, and in culti- 
vating a wide-spread public interest, did 
not create a sufficient vitalizing force to 
weld the field workers together in strong 
bonds of self-interest. The policy of the 
association for a long time was to studi- 
ously avoid discusssion and action upon 
questions of competition. 

The. purpose inspiring its leaders at that 
time was to exert purely a moral force in 
restraining so-called evil practices. This 
policy, however, failed to attract a large 
number of efficient workers in life insur- 
ance, and many who had been engaged in 
the work lost interest and dropped out. 
Under the circumstances, it became clear 
that some change was necessary, lest the 
association fall into permanent decay and 
become purely perfunctory in its influence. 
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There has been no radical reaction, but the 
policy of the organization, under the ad- 
ministration of Presidents Cochran and 
Johnson, has distinctly been in the direc- 
tion of injecting what we have termed 
‘‘vitalizing force ’’ into the conduct of the 
association. While the efforts of these two 
executives have been directed chiefly to- 
ward stopping decay in local associations, 
and in establishing new organizations, yet 
they have, by words and actions, held out 
possibilities for the future, which clearly 
indicate that they appreciate the necessity 
of enlarging the scope of the National and 
local associations, without, however, cast- 
ing aside altogether those features which in 
the past have contributed so much toward 
the benefit of life insurance. 

‘The action taken by the National Associ- 
ation at its last convention upon commis- 
sions, showed that its members believed 
the organization to have reached a stage 
where it is important that it should play 
an influential part in directing the great 
policies of the business. It may be that in 
so doing the association will for a time 
antagonize the companies, which will see 
in this awakening a possible disposition on 
the part of the agency forces to interfere 
with company prerogatives; but it is 
an interesting fact that the past policy 
of the National Association, in studiously 
avoiding any action upon competitive ques- 
tions, has not only failed to secure the 
friendship of company officials, but in 
many cases has aroused their opposition. 
This is because the association has not 
sought to inspire respect by exerting the 
latent power which it possesses. It will be 
made manifest that as soon as legislative 
functions are definitely assumed, the asso- 
ciation will command the attention of the 
companies, and ultimately win their respect 
and co-operation. 


¥ 


The National Association, at its last 
annual meeting, made a pronounced declar- 
Wis Dili on ation in wig of reduced 
Cotmpianns, first year’s commissions 

upon new business and 
increased renewals. In the resolution 
adopted it was stated that this action was 
taken ‘‘In order that the greatest possible 
encouragement shall be given for the writ- 
ing of bona fide business only, and its main- 
tenance upon the books of the companies.’’ 


" taken place. 


This radical action was taken in the 
belief that. competitive conditions de- 
manded a change in the form of compensa- 
tion to agents. The principle argument 
urged was its effect upon the practice of 
rebating. Previous attempts to check this 
evil had, for various reasons, been ineffect- 
ive. It was believed that a lower first 
year’s commissions, with increased re- 
newals, as a substitute for the high rates 
of brokerage paid during the first year, 
would result in economy to the companies 
and positive benefit to the agents. 

The anticipated outcome of this vote 
was concerted action upon the part of the 
companies upon the lines of the suggested 
reform; but no such movement has as yet 
Many companies have ex- 
pressed their willingness to co-operate, but 
not enough to render uniform action pos- 
sible. Several companies acting individu- 
ally have, however, undertaken to reduce 
first year’s commissions and increase re- 
newals. They have undoubtedly been 
influenced, if not incited, by the position 
taken by the National Association. 

As a whole there has probably been no 
cessation of rebating during the past year 
attending the action of the National Associ- 
ation. On the contrary, there are many 
reasons for believing that rebating has 
steadily increased, and that as an element 
of competition it has assumed greater im- 
portance than ever before. A consequent 
tone of discouragement has appeared in 
many quarters, leading toa call for more 
radical action by the National Association. 


¥ 


During his administration, President 
Cochran, before advocating action upon 
eP commissions, carefully con- 
Polen the sidered the wisdom of in- 
serting a clause in the 

policy, stating that if the insured died 
within one year, his beneficiaries should 
receive a sum of insurance which the net 
amount he had paid in premium would 
buy. Thus in case of a rebate of fifty per 
cent. one half the face of the policy would 
be paid. But, after consultation with the 
companies and with counsel, he concluded 
that the plan would be impracticable. 
During the past year President Johnson 
has on several occasions discussed a similar 
remedy. He proposes the insertion of a 
clause in the policy, stating that the accep- 
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tance of a rebate by the applicant, directly 
or indirectly, shall make the policy void. 
Mr. Johnson made this suggestion the key- 
note of his remarks upon the occasion of 
his appearance before various local associ- 
ations. At that time his views were un- 
doubtedly opposed by the majority of 
companies and agents. Whether he has 
been successful in converting enough 
agents to his view of the question to war- 
rant its introduction as an issue before the 
National Association is not known. 

The position of this magazine upon Presi- 
dent Johnson’s proposition was stated as 
follows in the November, 1899, number: 

‘Logically, Mr. Johnson's position is 
unassailable, although it may not be prac- 
ticable. If secret rebating to preferred 
applicants is wrong, the guilt is shared 
equally by the giver and taker of the 
rebate. If it is illegal, the terms of the life 
insurance contract have been violated, and 
in many other forms of contracts this is 
sufficient cause for declaring them void. 
The opposition to such a clause must arise 
mainly from the fact that a large percent- 
age of the business done to-day is procured 
by rebating. -If the insertion of such a 
clause in the policy were not likely to 
effect materially the volume of new busi- 
ness, there would not be so much opposi- 
tion toit. We state this merely as a fact 
and not as a criticism. 

‘Mr. Johnson’s suggestion would stop 
rebating more effectively than any measure 
yet adopted or suggested. We do not be- 
lieve that Mr. Johnson’s suggestion will be 
adopted immediately; in fact, it may never 
be adopted, but we do not hesitate to say 
that agitation in favor of this solution of 
the rebate problem will be continued, and 
the sentiment in favor of it will grow. We 
state this merely from our observation of 
facts and not because we believe neces- 
sarily that this method of reform should 
be adopted.”’ 

Since the publication of Mr. William A. 
Fricke’s article in the June number of 
INSURANCE ECONOMICS, his solution of the 
problem of rebating has been favorably 
commented upon. He suggested legisla- 
tion limiting the payment of commissions 
to the expense loading. 


* 


Without placing too much emphasis 
upon the effect of reduced first year com- 


iii Cig Se eee 
Will Stand. ing, this magazine 1s 

, of the opinion that 
the action taken by the National Associa- 
tion last year inaugurated a policy in 
regard to commissions by which it can 
well afford to stand. The fact that very 
little appears to have resulted during the 
past year, as the outcome of the Buffalo 
resolution, should not be too hastily ac- 
cepted as proof that this action is ineffect- 
ive. It should rather be regarded as the 
first step toward a practicable reform 
which, by the proper degree of persistence, 
can eventually be made to accomplish the 
desired results. The National Association 
should not recede from the position taken. 
On the contrary, it should reaffirm that 
platform in more positive terms, and, if 
possible, suggest measures to make it more 
effective. At the Buffalo convention there 
was a general understanding that action in 
favor of reduced first year’s commissions 
was desired by the companies. It was, 
furthermore, declared that the action could 
not be made effective except through a 
uniform agreement by the companies. 
The conclusion implied, but not expressed, 
was that the time had arrived, or was 
approaching, when competition between 
companies upon agency compensation 
should be restricted. It is perfectly feas- 
ible for all life insurance companies to 
co-operate with their agents in establishing 
a uniform rate of commission. The only 
obstacle thereto is the desire of the com- 
panies and their agents. If they do not 
wish to check competition upon commis- 
sions, it will not be done. Nevertheless, 
the only way in which the National Associ- 
ation can make last year’s resolution effec- 
tive is to bring about this co-operation 
between the companies. The problem is a 
large one, and its settlement would require 
the most skilful handling; but if we were 
a prophet, we should say that co-operation 
between the companies upon commissions 
is one of the promises held out for the near 
future. 


¥ 


The discussion of one-year term valua- 
tion during the past month—so far as 
conducted by what 

Liga Term one commentor has 
, termed the ‘‘expe- 

diency press ’’— has resolved itself almost 
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entirely into an attack upon Insurance 
Commissioner Cutting of Massachusetts 
for his out-spoken position upon this im- 
portant problem. The wide publicity 
given to Mr. Cutting’s statement of the 
one-year term problem, particularly as it 
relates to the two companies which have 
attempted to force this method of valuation 
upon the Massachusetts Insurance Depart- 
ment, has so generally attracted attention 
that the business of the companies imme- 
diately concerned has suffered to a marked 
degree. They have, in consequence, felt 
compelled to counteract this demoralizing 
influence, and, entirely abandoning fur- 
ther argument upon the one-year term 
reserve, have attacked the commissioner 
upon what is claimed to be his general 
condemnation of life insurance companies 
and agents. The object has been to enlist 
the sympathy and co-operation of other 
companies and agents in fighting the Mass- 
achusetts department. In accordance with 
this program, articles criticising the com- 
missioner for his alleged attack upon life 
insurance have simultaneously appeared 
in a large number of insurance publica- 
tions, which, without due consideration 
perhaps, have allowed themselves to be 
used for the purpose of promoting special 
interests. The paragraph in the commis- 
sioner’s report, which has been the subject 
of criticism, is as follows: 

‘‘There is perhaps no business transac- 
tion among men, defined by written terms, 
that is so one-sided and absolutely blind 
to one of the parties as the modern life 
insurance policy. In all cases the con- 
tract is drawn up by the shrewdest tech- 
nical skill. It is filled with terms, stipu- 
lations and conditions, that are, and from 
the nature of the case, must be, a wholly 
unknown and mysterious tongue to the 
average applicant. He asks for an ordi- 
nary life policy, for instance, and what 
purports to be such is given him. He 
doesn’t read it, for he knows that would be 
a waste of time, and no use; he could know 
no better than before. He relies wholly 
upon the representations of the agent and 
the reputation of the company, and thou- 
sands and thousands of times he has been 
deceived by the sharp solicitor. Ina very 
great many cases, more frequent in the past 
than now, inquiries and complaints have 
come in to this department that a twenty- 


payment life policy had been put off upon 
the applicant for a twenty-year endow- 
ment, or a twenty-year term for a twenty- 
payment life; and multitudes of similar 
misunderstandings and grievances, arising 
from the shrewd complications of the 
policy language and the greedy falsehoods 
of the agent.”’ 
¥ 


This paragraph is a necessary part of the 
commissioner’s discussion upon the one- 
The Giese year term companies, 
yr ent and cannot properly 
sioner s Meaning. eR : 

separated from his 
treatment of that question for the purpose 
of making it appear that he has discredited 
reputable life insurance companies and 
their agents. But even if we take the 
commissioner’s phraseology, apart from 
his comment upon one-year term valua- 
tions, there is nothing therein which is not 
strictly true, and which any impartial stu- 
dent of life insurance business would not 
be compelled to acknowledge. It is abso- 
lutely true that life insurance contracts 
are drawn by the ‘“‘shrewdest technical 
skill.’’ If they are not so drawn, they 
certainly ought to be. Even by those who 
have been for many years connected with 
the business, some of the terms and stipu- 
lations in policies issued by some of the 
companies are not understood. It is per- 
fectly possible for the ‘‘sharp solicitor’’ to 
deceive the insured in regard to the kind 
of policy purchased. As Mr. Cutting says, 
cases of this kind are constantly arising. 
The commissioner is entirely within 
bounds when he says that the average 
applicant for life insurance relies upon the 
character of the agent and of the company. 
It certainly is no reflection upon reputable 
agents or reputable companies for the com- 
missioner to call attention to the practices 
of the ‘‘sharp solicitor,’’ or to the deceptive 
character of the one-year term device. 

The present insurance commissioner of 
Massachusetts has been connected with the 
department for the past twenty-five years. 
He is thoroughly grounded in the prin- 
ciples of life insurance and has full, com- 
plete knowledge of the conditions under 
which it was transacted. He not only 
knows life insurance but believes in it, and 
under no circumstances would he make 
any statement intended to reflect upon 
reputable companies and agents. Never- 





theless, the advocates of one-year term 
valuation have gone to the absurd length 
of suggesting that the National Associa- 
tion of Life Underwriters take up that 
portion of the commissioner’s report 
quoted, and pass resolutions condemning 
his alleged attack upon life insurance. 
This attempt to use the National Associ- 
ation, as well as the insurance press, for 
the purpose of discrediting Commissioner 
Cutting, is too transparent to admit of 
serious consideration on the part of that 
organization. It is hardly possible that 
any delegate, familiar with the facts, will 
be willing to introduce a resolution which, 
if passed, would place the National Associ- 
ation in the undignified attitude of being 
used as a club by the one-year term com- 
panies. Any attempt to legislate upon the 
report of Commissioner Cutting would par- 
ticipate a discussion of the one-year term 
policy, to which the agents representing 
first-class companies are opposed. 


* 


The promoters of the one-year term valu- 
ation have also made an extraordinary 
suggestion that 
Mr. Cutting be re- 
moved from office. 
The Insurance Department of Massachu- 
setts has maintained a high reputation in 
the character of its commissioners as a 
whole. The present commissioner was 
appointed to office strictly upon merit, and 
entirely apart from political considerations. 
As stated, he has been identified with the 
department for a quarter of a century, and 
is thoroughly familiar with its workings. 
Furthermore, he is a man of strictest 
integrity, who cannot, except through his 
reason, be swerved from any position which 
he believes to be right. The department 
is to-day conducted with intelligence and 
honesty ; but the advocates of the one-year 
term valuation, whose business has suffered 
in reputation from their own folly, propose 
to undermine the department by removing 
the present commissioner and substituting a 
weak and inefficient man, who will be sub- 
servient to their interests. The present 
executive of Massachusetts, who desires 
the Insurance Department of the State 
administered in the interest of policy- 
holders and for the protection of the public, 
will not for a moment consider the demands 
of any company or companies which have 


Suggested Removal 
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been brought close to the limit of safety by 
extravagant and ambitious management. 


5 

It is not improbable that the legal status 
of the one-year term contract will be deter- 
A Legal Interpre- ah The Banker’s 
tation Sought. Life Insurance Com- 

pany of New York 
has brought suit against the Vermont De- 
partment to force a judicial interpretation 
of this policy. This company does business 
in Massachusetts under the Dewey law, but 
in Vermont is entered as a regular legal 
reserve company. The suit is brought 
with a friendly understanding, on the part 
of the commissioners, that they will not 
exercise their discretionary right to pro- 
cure its dismissal. The case will not come 
to trial until some time in October, 
although evidence will be secured before 
then. . 

The position taken by the Vermont and 
Massachusetts departments is also endorsed 
by the Canadian department. At an early 
stage of the one-year term discussion, it was 
claimed by its advocates that the practice 
was permitted in Canada; but in a letter 
addressed to the editor of this magazine, 
under date of Aug. 8, 1900, Mr. A. K. 
Blackadar, Actuary of the Canadian de- 
partment, makes the following statement : 

‘In regard to the valuation of policies 
in which the contract stipulates that while 
the first year’s premium should be the 
same as that for succeeding years, the 
reserve will be based upon one-year term 
for the first year, the ruling of this depart- 
ment has been as follows:— While the 
provisions of the policies as to the calcula- 
tion of reserve may be regarded as valid 
and binding as between the company and 
the policy-holder for the purpose of deter- 
mining surrender values and profits, they 
cannot control the departmental valuation, 
and that, so long as the Insurance Act 
remains as at present, the policies must be 
valued as level premium policies, com- 
mencing from date of the policy.’ 

> 

One of the most interesting phases of the 
discussion on one-year term valuations has 
been the slow but un- 
varying manner in 
which the ground has 
slipped beneath the feet of the one-year 
term advocates. This is illustrated by the 


Present Status of 
the Discussion. 
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loss of the support of Actuary McClintock ; 
Actuary Harvey’s change of front; the 
discovery that there was nothing in the 
views of Dr. Sprague of Edinburgh which 
could be used as an endorsement of the 
one-year term contract; the inability to 
obtain a favorable opinion from the actuary 
of any first class company; the discovery 
that only through the exertion of strong 
political influence could a third leading 
New England department be prevented 
from shutting out the one-year term com- 
panies; and finally the position taken by 
the Canadian department. Slowly but 
surely the advocates of the one-year term 
valuation have been forced into the posi- 
tion of supporting this device purely asa 
matter of expediency and for the purpose 
of repairing the fortunes of weak and 
inefficiently managed corporations. 
- 

Much interest in life insurance circles 
has been excited by the announced retire- 
ment of the Ameri- 
can Union Life 
Insurance Com- 
pany of New York. This is one of those 
companies making use of the one-year 
term device. Organized in 1894, it was not 
well managed at the start, and according 
to the report of an examination just made 
by the New York insurance department, 
its closing days have been marked by the 
hypothecation of funds for the purpose of 
maintaining solvency. This, together with 
the fact that it was compelled to value its 
first-year’s reserve on a term basis for the 
purpose of showing a surplus, are interest- 
ing features attending its downfall. Ar- 
rangements were made for re-insurance in 
the National Life, nominally of Washing- 
ton, but actually of Chicago. Its consum- 
mation was prevented by the refusal of the 
insurance department, in the exercise of 
its discretionary powers, to grant a license 
to the National Life, on the ground that it 
would not promote the best interests of the 
people of New York State. The National 
Life is one of a group of uncertain com- 
panies under the management of a Chicago 
life insurance man whose career is being 
watched with considerable interest. It is 
contended by some that the salvation of 
weak life insurance companies lies in con- 
solidation; but it remains to be seen 
whether the effects of weak and inefficient 
management can be overcome by this arti- 
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ficial means. One commentor ascribes the 
failure of the American Union Life to 
ambition for business. It says, ‘‘ Better for 
the American Union had the company 
been content to make haste slowly. Better 
for some ‘others among the younger com- 
panies if they shall heed the warning. 
The time has come to call a halt on high- 
pressure methods, and return to the good 
old ways.’’ This is sound doctrine, and 
represents a policy which the one-year 
term companies might well adopt in place 
of their present strenuous efforts to evade 
State valuations. Po 


Another interesting event during the 
past month has been the announcement of 
Other Events in 7, rae pean git ih 
Life Insurance. mr ar OO SOE. FOP 

I, Ig01, it will reserve 
upon the three and one-half per cent. 
basis provided in the new Massachusetts 
law, instead of taking advantage of the 
three per cent. alternative permitted. This 
brings the New England into accord with 
other Massachusetts companies. It re- 
mains to be determined, however, whether 
there shall be substantial unity between 
these companies upon gross rates. The 
National Life of Vermont has announced 
its intention to go to a three per cent. 
basis after January 1. Those concerned in 
the interest question have been comment- 
ing upon the recent trend of financial 
events. A large part of Great Britain’s 
new war loan has been placed in New 
York. By some this is heralded as an 
indication that in the near future New 
York will crowd London as a financial 
centre, and that an era of low rates in this 
country will in consequence prevail. It is 
claimed, however, that the immediate effect 
of Great Britain’s dependence at this time 
upon American capital, will tend to stiffen 
rates of interest in this country. 

Other events are the compromise of the 
famous Hillmon suit in Kansas by the 
Mutual Life through the payment of 
$22,000 in cash; a discussion of the war 
risk in connection with the hostilities in 
China; the apparent failure of the insur- 
ance department of California to secure 
complete replies to its inquisitory ques- 
tions asked the companies in connection 
with annual reports; the organization of 
an association by the agents of the National 
Life of Vermont, showing a further devel- 
opment of the desire on the part of field 
workers to secure protection through com- 
pany organization rather than National 
and Local Associations ; and the ruling of 
the insurance department of Ohio, that the 
appointment of any person as agent of a 
company for the purpose of inducing them 
to take insurance is a violation of the anti- 
rebate law. 


FIRE INSURANCE 


Since the issuance of the last number of 
this magazine the Committee of Twenty- 
The Agreement Seven has announced its 
of 1900. inability to procure 

enough signatures to 
warrant calling a meeting for the purpose 
of putting the Agreement of 1900 into 
force. This agreement covered the follow- 
ing questions: (1) rates; (2) commissions ; 
(3) brokerage; (4) large cities; (5) agency 
limitations; (6) schedule policies; (7) re- 
insurance; (8) credits. Its distinguishing 
features were the proposed centralizing of 
control upon all questions relating to rates, 
commissions, rules and practices; an 
equalization of rates; an alternative con- 
tingent commission; and a dual agency 
rule for parent companies. Although the 
agreement presented was drafted as the 
result of several months’ consideration on 
the part of the committee, and contained 
features designed to harmonize all conflict- 
ing interests, it met with absolute failure 
in the procurement of signatures. 

The principle causes of its failure were : 
(1) An objection to its centralizing aspects ; 
(2) an indisposition on the part of open 
commission companies to change their 
plan of operation to the extent of agreeing 
upon a fixed general rate of commission ; 
(3) opposition to the dual agency rule be- 
cause of its attempt to adjust the problem 
of ‘‘ Annexes ’”’ in connection with the lim- 
itation of agencies: (4) opposition to the 
separation clause; (5) failure to procure 
the co-operation of the National Associa- 
tion of Local Fire Insurance Agents. 

- 

The most important part of the whole 
agreement was its attempt to centralize 
Some of the Ad- control in the hands of 
verse Influences. De omy «Ee 

this respect it was a 
great advance upon any previous agree- 
ment. It was, however, strictly in accord- 
ance with present tendencies, and its lack 
of endorsement is probably due to the fact 
that conditions are not yet ripe. It is an 
interesting fact, however, that while the 
committee, in its interpretation of the 
jurisdiction of the agreement, was com- 
pelled to exclude the Western Union and 
Pacific Coast Board from direct control, 
because of the opposition of powerful inter- 


ests in those sections, —a number of com- 
panies declined to attach their signatures 
largely on account ‘of this exclusion. 

The failure to secure the signatures of 
open commission companies, notwithstand- 
ing the extremely acute conditions, shows 
that these companies are convinced that it 
is not an advantage to co-operate under 
the conditions prescribed in the agree- 
ment. While they may recognize that 
their interests are constantly suffering 
through the position taken by uniform 
commission companies in resisting a much- 
needed advance in rates, yet they feel that 
this situation, onerous as it may be, is 
preferable to establishing an equality of 
opportunity on commissions. At least, 
they appear to feel that the chances of 
maintaining their position in the field are 
about equal with or without co-operation 
upon both rates and commissions. 

The opposition to the dual agency rule 
and the separation plank was of less com- 
parative moment than the objection to 
centralization and fixed commissions, al- 
though both had their due influence in 
bringing about the defeat of the agree- 
ment. 

In the opinion of this magazine, how- 
ever, the failure on the part of the Com- 
mittee of Twenty-Seven, to draft an agree- 
ment acceptable to a sufficient number of 
companies, is due more than anything else 
to its neglect to secure the co-operation of 
the agency forces. Had the suggestion 
made by members of the committee in the 
early stages of its work been acceptable to 
the committee as a whole, a conference 
with representatives of the National Asso- 
ciation would have occurred, at which an 
agreement satisfactory to the committee 
could have been reached, and presented to 
the companies with the substantial endorse- 
ment and support of the National Associa- 
tion. Had an agreement gone before the 
companies with such an endorsement its 
adoption would have been assured. 

¥ 

The Committee of Twenty-Seven, finding 
that the Agreement of 1900 could not be 
A Propose 4 Tew adopted in face of the 
Agreement. opposition thereto, de- 

cided to call another 
meeting of the companies at Long Branch, 
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N. Y., Aug. 10, for the purpose of consid- 
ering a simpler form of co-operation. The 
new agreement suggested is as follows: 

I. The undersigned fire insurance com- 
panies, doing business in the United States, 
agree to constitute and appoint for one 
year from the time of the general meeting 
at which this agreement is adopted a com- 
mittee of supervision, whose duties shall 
be to consider the conditions of the fire 
insurance business in the various States, 
the expenses of the business and the ad- 
justment of rates. 

2. This committee shall number thirty 
and shall be selected by ballot at the meet- 
ing of the companies at which this agree- 
ment is adopted, and it shall appoint its 
own chairman, vice-chairman, secretary 
and treasurer, and shall have full power to 
employ such assistants as may be required 
in the proper prosecution of the duties 
assigned it; expenses to be met by a pro 
rata assessment on the fire premiums of 
the subscribers derived from the territory 
under supervision. 

3. Such committee shall consist of offi- 
cers and managers of companies fairly rep- 
resentative of all classes of subscribers and 
transacting a general agency business 
throughout the United States. 

4. The committee of supervision shall 
immediately endeavor, through local 
boards and other associations, to secure 
an adjustment of rates upon such classes of 
hazards and for such localites as the ex- 
perience of underwriters during the last 
five years has shown to be inequitable. 


- 


This agreement was not clearly under- 
stood. Although it provided in specific 
terms for a re-adjustment 
of rates, it also provided, 
in general terms, for the 
control of expenses as well as rates. The 
first impression was that the proposed new 
agreement related entirely to rates, and 
this was the interpretation given in the pub- 
lished newspaper reports. In consequence, 
when the Long Branch meeting occurred, 
the open commission companies were well 
represented, but a number of other com- 
panies, unwilling to go into any agree- 
ment which did not recognize the co-rela- 
tion between rates and commissions, were 
absent. The scope of the agreement in 
respect to commissions was, however, dis- 
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cussed and resulted in a ruling on the part 
of the chairman of the meeting that the 
Committee of Thirty, if appointed, would 
have equal power to formulate plans cover- 
ing rates and commissions. 

There were fifty-eight companies repre- 
sented at the Long Branch meeting, all of 
whom, with one exception, signed the new 
agreement. A number of prominent com- 
panies, whose endorsement is considered 
essential to its success, were not present, 
and it was voted that whenever in the judg- 
ment of the Committee of Twenty-seven a 
sufficient number of companies have signed, 
the signers shall be called together to de- 
cide upon the appointment of the Commit- 
tee of Thirty provided for. The chairman 
of the meeting ruled that under the new 
agreement the powers of the Committee 
of Thirty would be advisory only. 


> 


Opinions differ as to the probable out- 
come of the new plan. It is contended by 
The P. some that the smallness of 

e Probable 
Cisteume. the attendance at the Long 

Branch meeting is an indi- 
cation that, following the failure of the 
original agreement, the long-predicted 
period of chaos will reign. Others claim 
that the experience of companies, what- 
ever their plan of doing business, has been 
so severe that, with few exceptions, all are 
willing to co-operate in securing an imme- 
diate re-adjustment of rates upon a more 
profitable basis. 

The new agreement is a comprehensive 
and flexible one, providing for the appoint- 
ment of a committee to supervise rates, 
expenses and legislation for the entire 
country. The only specific instruction 
given the committee is that it shall imme- 
diately endeavor, through established or- 
ganizations, to secure a re-adjustment of 
rates upon such classes as experience has 
shown to be inequitable. The term “in- 
equitable ’’ is an elastic one and may mean 
either an advance upon unprofitable 
classes, or a reduction in preferred rates, 
or both. In fact, the entire powers of the 
committee, together with the work it may 
perform if appointed, is and must depend 
mainly upon the conclusions of that com- 
mittee and the support which it may 
receive from the signers. 

The Committee of Twenty-seven, in send- 
ing out notices for the Long Branch meet- 
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ing, made the following observation in 
regard to the modified agreement: “‘ It is 
the merest skeleton of a plan, but the com- 
mittee trusts it may prove a stepping-stone 
to something more elaborate and complete, 
and that it may open the way for an agree- 
ment of the companies, which will result 
in substantial benefit to the business.’’ 


* 


The agency forces in all parts of the 
country are looking forward with keen 
The Neticacl interest and enthusi- 
Aceats’ Coaveatica, “*™ the forthcom- 

gen : ? 

ing annual meeting 
of the National Association of Local Fire 
Insurance Agents, to be held at Milwaukee 
Aug. 30, 31, and Sept.1. Extended prep- 
arations are in progress for the reception 
and entertainment of the visiting dele- 
gates. It is probable that the attendance 
this year will far exceed that of last year, 
which at that time was considered quite 
remarkable. The growth of the agency 
movement during the past year has been 
practically uninterrupted. Nearly every 
State in the Union is now covered by a 
local organization, while the progress of 
the National body now occupies the centre 
of attention, both of companies and agents. 

The program arranged includes addresses 
by prominent company representatives, 
and their presence will not only serve to 
make the occasion an interesting one, but 
will tend to give the movement an endorse- 
ment, the effects of which will be far 
reaching. 

The arrangements made for reduced 
fares to the convention will tend to attract 
many who otherwise might feel unable to 
attend. The fact that all agents who are 
members of the National.or State Associa- 
tions, as well as regularly appointed dele- 
gates, are invited to attend and take part 
in the proceedings, affords an opportunity 
which ought to be availed of by every 
local agent wherever possible. Every 
agent who is a member of State or National 
Associations is entitled to all the privileges 
of the floor, including voting, and is ex- 
pected, whenever an opportunity is afforded 
within the limits of the program, to take 
an active part in the proceedings and dis- 
cussions. 

> 

The expense of attending the annual 

convention of the National Association will 


fully repay any agent, 
whatever his circum- 
vidual Agents. 

stances or wherever lo- 
cated. The successful in the business of 
the fire insurance will be those who have 
the widest knowledge of its practices and 
the keenest appreciation of its funda- 
mental principles. The future is bound 
to bring about many changes in the rep- 
resentation of companies, and a knowledge 
of the business will, to an increasing 
extent, be the standard of selection estab- 
lished by the companies. The agent who 
is best posted will stand the best chance ; 
and the best posted agents will be those 
who keep in touch with the great move- 
ments, and by actual contact are able to 
understand the significance of the issues 
confronting the business. 

The position assumed by the National 
and the State Associations as a whole is 
not only one of permanence, but one of 
satisfaction to the best agents and the best 
companies. The movement has steadily 
grown in power. During the past year, in 
particular, its influeuce upon current opin- 
ions and events has been stronger perhaps 
than anything else. The movement is 
not only entitled to the endorsement of all 
first-class agents, who expect to be per- 
manently identified with the business, but 
as a matter of self-interest, active partici- 
pation in the organization is extremely 
important, if not essential. The National 
Association, to attain its greatest efficiency, 
should voice the sentiments of local agents 
as a whole, and the more extended the 
attendance at the Milwaukee convention, 
the more accurately will the legislation 
adopted be gauged to those sentiments. 

The principal questions to be discussed 
before the National Association are, — 
multiple agencies, overhead writing, bro- 
kerage, trust lines, and hostile legislation. 
The commission question also may be 
brought up for consideration. It is not 
improbable, also, that measures will be 
considered and possibly adopted for im- 
proving the general situation so far as 
rates and fire losses are concerned. 


a 


All of these questions are more or less 
co-related. They have been the subject of 
constant consideration 

awa Con- and discussion during 
‘ the past year, both by 
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companies and agents. Perhaps the most 
significant of recent events was the ap- 
pointment of a special committee on the 
part of the Western Union to confer with a 
similar committee of the National Associa- 
tion in regard to some of these problems. 
By this action the Western Union has 
probably brought itself into closer touch 
with the agency movement than any other 
company organization, and its prestige has 
been, to that extent, very much increased. 

The first conference between the two 
committees was held in June, at which a 
very satisfactory spirit of co-operation 
between the two interests was’ developed. 
Pending the report of the Committee of 
Twenty-Seven in the East, and its efforts 
to obtain signatures to the Agreement of 
Igoo, these conferences were deferred in 
the hope that some light might be thrown 
upon the problems under discussion, as an 
outcome of the committee’s work. The 
failure of that committee to secure an en- 
dorsement of its program has given added 
prominence and importance to the confer- 
ence between the Western Union and the 
National Association. Interest in the 
work of eastern company officials has, toa 
large degree, given place to interest in the 
outcome of this conference, since it is 
expected that it will have great influence 
in guiding the legislation of the National 
Convention at Milwaukee. 

At a second conference, held at Chicago, 
August 7, all the members of both confer- 
ence committees were present with one 
exception. The several questions under 
consideration were thoroughly discussed 
in the light of new developments. While 
the conclusions of the committee, pending 
their reports to the National Association 
and the Western Union at its fall meeting 
in Saratoga, are necessarily withheld from 
the public, it is understood that important 
agreements have been reached between 
the two committees. 


One of the most satisfactory results of 
the conference is the stamp of approval 
which it has placed upon this method of 
securing joint action between companies 
and agents. While it must of necessity 
involve compromise on both sides, it has 
tended to show that in this way only can 
results of permanent value to the business 
be secured. One direct result has been to 
bring the representatives of the agents and 
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company associations into harmony upon 
matters of State legislation, and also to 
secure for the agency movement, as at 
present conducted; a practically unquali- 
fied endorsement on the part of company 
managers. 


* 


During the past month the allied ques- 
tions of brokerages and trust lines have been 
Trést Lines sad brought to the front for 
City Brokers. discussion. It is now an- 

y Broke re : 

ticipated that they will 
assume a prominent position in the delib- 
erations of the National Association. The 
problem of trust lines is by no means a 
new one. Its importance has long been 
recognized by those who have closely ob- 
served current tendencies. Its signifi- 
cance, however, has not been fully appre- 
ciated until of late. The independent 
broker, especially when located in large 
cities, has for a long time been a thorn in 
the flesh of the local agents. An unsuc- 
cessful attempt was made at the last session 
of the National Association. to elicit some 
declaration upon this question. Its defeat 
was due mainly to the feeling that the 
companies were not prepared to co-operate 
in the regulation of the brokerage question. 

The continued organization ef trusts 
throughout the country and the loss of 
business thereby occasioned to a continu- 
ally increasing number of agents, has made 
this and the problem of brokerages a para- 
mount one in agency circles. Public at- 
tention has been focussed upon the ques- 
tion by the circumstances attending the 
writing of the American Smelting and 
Refining Company. This isa combination 
of a number of smelting and refining plants 
located in Colorado, Montana, Utah, Ne- 
braskaand Kansas. When confronted with 
the loss of this business asa result of the 
consolidation, the local agents in Colorado, 
where seven of the plants are located, in 
consideration of an agreement on the part 
of the trust to place the business with resi- 
dent agents who should receive the full 
commission, induced the manager of the 
company’s rating bureau of that section 
to reduce rates from $2.60 to $1.20. This 
reduction in rates was, of course, sought 
by the local agents for the purpose of pre- 
venting the writing of the risks by outside 
brokers. The result was a substantial gain 
to the agents in commissions but a material 
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loss to the companies in net premium in- 
come. But notwithstanding this arrange- 
ment, the line was placed direct by New 
York and Chicago brokers. The policies 
written were sent forward to Colorado 
agents to be countersigned, and in some 
cases a commission of five per cent. offered 


the agents. 
¥ 


These events have been made the subject 
of an extended circular issued by the sec- 
Colorado Agents . retary of the association 
, LG aling of local fire insurance 

agents for Colorado, in 
which all the local agents of that State are 
asked not to countersign any policies upon 
the risks of the smelting trust or to accept 
less than full commission thereon. The 
companies doing business in Colorado are 
also asked to refuse the business except in 
accordance with the agreement made with 
local agents. As the business has been 
written by brokers operating for foreign 
companies the aid of foreign offices regu- 
larly doing business in this country has 
been invoked to protect the local agents. 
It is stated that the results of the contest 
will be made the basis of a report to the 
National Association. 

All the circumstances surrounding this 
controversy are not known. It is, there- 
fore, impossible to pass judgment on the 
merits of the case. The Colorado agents 
have placed themselves at a disadvantage 
by inducing such substantial rate reduc- 
tions, apparently for the sole purpose of 
holding the business. The question of 
brokerages and trust lines can only be 
settled by co-operation between the agents 
and the companies, but the circumstances 
in this case seem to show that the agents 
protected their own interests at the expense 
of the companies. 


> 

In attempting to prevent policies handled 
by the trust brokers from being counter- 
How Shall the signed, the Col orado 
Issue Be Met? agents are acting entirely 
within their rights, and 

this is doubtless one of the means by which 
in the future local agents will attempt to 
safeguard their interests. The question of 
trust lines and brokerages is a very deli- 
cate one to settle. In our opinion, neither 
the broker nor the trust can be legislated 
out of existence. It is perfectly natural 
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for the trust and the large city broker to 
come together for mutual advantage. The 
agents may, however, conserve their rights 
and neutralize some of these advantages 
by wise and judicious legislation. The 
theory that the local agent is entitled to 
the business located in his assigned terri- 
tory is now generally accepted. The efforts 
of the local agents and companies should, 
in the future, be directed towards putting 
that theory into practical operation, and 
giving both the company and the agent 
the protection to which they are entitled 
as the result of their mutual obligations. 

If a rule can be devised and effectually 
enforced by which the broker will be un- 
able to procure from the companies advan- 
tages not open to the local agent, much 
will be done towards solving the problem. 
The broker certainly cannot object if he is 
placed on an even footing with the agent 
and compelled to rely entirely upon his 
own merit. The settlement of the broker- 
age and trust question involves directly the 
stopping of overhead writing on the part 
of both companies ard agents. 


¥ 


The chief interest of those concerned in 
the prosperity of the National Association 
The Multiple Agency me Of 0 
Problem. year has centere 
in the multiple 
agency problem, which will, of course, 
constitute the first issue before the coming 
convention. The reports of National and 
State Association officials, together with 
the committee having this question in 
charge, will be received, and it is hoped 
that as a result thereof, wise and conserva- 
tive legislation may be evolved which will 
assist in the solution of this question. At 
the Buffalo convention last year, the 
National Association declared in favor of a 
single agency system for all territory con- 
taining a population of 100,000 or less, and 
requested the co-operation of the com- 
panies in bringing about such a condition. 
The executive committee was instructed to 
present this request to the companies and 
was empowered to effect such modifications 
as might be agreed upon after conference. 

There was at that time no direct medium 
of communication between the National 
Association and the company organiza- 
tions. In procuring signatures to the 
overhead-writing list, application was 
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made to the individual companies. There 
was, however, a strong feeling on the 
part of those interested in the welfare of 
the Association, that the success of future 
legislation affecting the interests of com- 
panies and agents, would be promoted by 
conference between authorized committees 
representing both companies and agents. 
With this in view the president was au- 
thorized to appoint a conference committee 
whenever occasion should arise. At its 
fall meeting in September the Western 
Union adopted a rule requiring its mem- 
bers to sign no pledge or agreement with 
any National, State or Local Association 
of agents, involving any matter of special 
or general policy. As the Union thus 
assumed the authority to act as a whole for 
its individual members, it was believed 
that the way was open for the desired con- 
ference; but no move was then taken by 
the Western Union to bring about such a 
result. Matters thus remained in status 
quo until March 1, when the executive 
officials of the National Association, feel- 
ing that the companies were not prepared 
to invite a conference, addressed a circular 
letter to each company, calling attention 
to the action taken at Buffalo upon multi- 
ple agencies, and asking it to advise the 
National Association as to its position 
thereon. 


* 


In the meantime it was felt, both by 
companies and agents, that the position 


A Conference Com- taken by Western 


Union at its Sep- 
mittee Appointed. Satiiets dimahiae, 


compelled it, as a body, to take some 
cognizance of the multiple agency ques- 
tion. 

At the spring meeting of that organiza- 
tion, held in Philadelphia, March 21, the 
appointment of a special committee was 
authorized to confer with the National 
Agents Association upon matters of mutual 
interest, it being understood that the com- 
mittee would take up multiple agencies. 
Such a committee was soon after appointed, 
to which President Woodworth of the 
National Association responded by ap- 
pointing the committee authorized at the 
Buffalo meeting. The way was thus paved 
for the long-desired conference, and the 
necessity sought to be met by the issuance 
of the circular of March 1 was entirely 
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obviated. The progress of the work of 
this conference has been from time to 
time noted in the columns of this 
magazine. 

The question of multiple agencies has 
been complicated by that of ‘‘ Annexes,’’ 
which some companies insist should be 
settled before an effective rule on multiple 
agencies can be adopted. It is understood 
that at the first conference of the two 
committees a substantial agreement was 
reached as to the best way of handling the 
question ; but as the matter was also being 
considered by the Committee of Twenty- 
Seven, it was deemed best to proceed no 
further until the outcome of that commit- 
tee’s declarations was known. The solu- 
tion of the problem suggested by the Com- 
mittee of Twenty-Seven was the establish- 
ment of a dual agency system for all parent 
companies, the ‘‘ Annexes,’’ or so-called 
subsidiary organizations, absorbing in each 
case the second agency privilege. As 
stated elsewhere in this number, this at- 
tempted solution of the multiple agency 
problem was one of the elements which 
resulted in the defeat of the Agreement of 
1900. Following the failure of the Com- 
mittee of Twenty-Seven to secure the 
adoption of an effective rule on multiple 
agencies, consideration of this question 
has now reverted to the conference com- 
mittees of the Western Union and National 
Association. 

This magazine has expressed the opinion 
that the multiple agency question will 
never be solved satisfactorily so long as it 
is complicated with the ‘‘Annex”’ prob- 
lem. We believe that the National Associ- 
ation’s single agency platform is one which 
will stand the test of all criticism and 
should be reaffirmed. Wherever a subsid- 
iary organization is established solely for 
the purpose of avoiding the single agency 
rule (and there are doubtless such cases), 
such practices should be frowned upon and 
prevented, if possible. No general rule, 
however, can be drafted which will cover 
the case. It will require special legisla- 
tion adapted to the particular circum- 
stances and local conditions surrounding 
each instance. We believe that those who 
prevent effective legislation upon single 
agencies by insisting upon the curtailment 
of ‘‘ Annexes’’ must bear the blame if the 
single agency program is defeated. 
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President C. H. Woodworth, whose labors 
for the National Association have placed 
that organization 
under obligations 
which it cannot 
repay, will retire from office after two 
years’ service. His successor undoubtedly 
will be Mr. George D. Markham of St. 
Louis, first vice-president of the associa- 
tion, and, next to Mr. Woodworth, prob- 
ably the most active worker in the agency 
movement. The suggested election of Mr. 
Markham seems to have resulted in the 
unqualified approval of all who are inter- 
ested in the future welfare of the associa- 
tion. In view of this fact, his attitude 
upon the scope and purposes of the agency 
associations, as expressed in a manifesto 
just issued to members of the Missouri 
association, of which he is president, are 
of widespread interest. His suggestions 
regarding the work before that organiza- 
tion are: 

1. ‘*To endeavor to harmonize the State 
of Missouri and the insurance interests, 
and to remove the appearance of hostility 
and harassment in the present condition 
of affairs in our State. 

‘*2. To passa fire marshal law that will 
give legal investigation of causes of every 
fire. . 

‘*3. To perfect the valued policy law, 
so as to remove the temptation to glow- 
ingly overinsure on the part of persons 
who would be willing to take advantage of 
the law. 

‘*4. To perfect the anti-coinsurance law 
so as to allow freedom of contract while 
continuing to prohibit imposition. 

‘‘5. To perfect the anti-compact law so 
as to permit local agents to agree to give 
the same credits for improved construction 
and safety appliances or make the same 
charges for hazards that endanger sur- 
rounding property. 

“6. To fight the evils of our business, 
such as unsound insurance projects like 
the town mutuals, multiplied appointment 
of agents, overhead writing, whether done 
by companies or other agents; brokers 
who try to sow discord between agents and 
their customers, and obtain any other re- 
forms that our association may decide 
should be taken up in the interests of the 
local agents in Missouri.”’ 

This statement has been favorably com- 


Presidency of the 
National Association. 
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mented upon as indicative of the general 
policies to be pursued by Mr. Markham in 
event of his election as president of the 
National Association. His attitude upon 
the relations between the National and 
State Associations, particularly upon mat- 
ters of State legislation, were defined in a 
special article contributed to the July 
INSURANCE ECONOMICS. 


* 


Interest in State legislation during the 
past month has centred in the situation 
in Louisiana since 
the passage of the 
anti-compact law 
referred to last month. This law became 
effective July 23, upon which date the 
Southeastern Tariff Association relin- 
quished control of rates in Louisiana, and 
suspended rate making by the New Or- 
leans Compact. At the same time, the 
local board of New Orleans dissolved, but 
may be reorganized to conduct inspections 
within the provisions of the new law. 
The rate situation seems to be held well in 
hand by the companies which, with some 
exceptions, are maintaining established 
tariffs. Some companies have resigned as 
members of the Southeastern Tariff Asso- 
ciation for Louisiana; but the executive 
committee of that organization has ruled 
that membership in the association is only 
precluded by the law so far as rates are 
concerned, and that members are still 
bound to the uniform commission rule. 

A number of plans for establishing rating 
bureaus have been proposed, but in view 
of past experience companies are some- 
what loth to engage in any project which 
has not the distinct sanction of State 
authorities. The Louisiana law prohibits 
evasion by agreement to purchase rate- 
books, but it is believed that such rate- 
books may be purchased from a common 
rate-maker on the individual initiative of 
each company. Under such circum- 
stances, the rates purchased are likely to 
be observed by subseribing companies as a 
matter of business comity, without any 
formal agreement or understanding. The 
expediency of using rate-books, in view of 
the degree of refinement which anti-com- 
pact laws have reached, has been discussed, 
without, as yet, resulting in uniformity of 
opinion as to what should be done. It has 
been suggested that the question is of 


Anti-Insurance Legisla- 
tion in Louisiana. 
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enough importance to carry it to the Su- 
preme Court of the United States for a 
decision, since it would affect the interests 
of fire insurance companies in several 
Southern and Western States. In Texas 
tariffs established by prominent individual 
companies are used as a rate basis by other 
companies. 
¥ 

General attention has been drawn to the 
nomination of Attorney General Davis of 
Obese Mans d Arkansas for the of- 


fi y 
General Interest. a oo 
the democratic party. 


His election, said to be assured, will, it is 
understood, be followed by legislation pro- 


hibiting membership in rating organiza- . 


tions wherever located, thus overcoming 
the point upon which he was defeated in 
the courts in 1899. 

The semi-annual statements show that 
surplus, as a whole, has been substantially 
depleted since January 1. The supply of 
insurance is steadily decreasing, due to 
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retirements and the curtailment of lines. 
Foreign reinsurance companies are with- 
drawing from the field, and large property 
owners find it increasingly difficult to pro- 
cure good indemnity. At the same time, 


~ however, rates are being advanced, not 


generally but in special localities. Efforts 
are being made, through various channels, 
to ascertain non-paying hazards from the 
combined experience of companies, for the 
purpose of influencing increases upon such 
hazards. The opposition to flat advances 
upon all classes is steadily increasing, 
while sentiment in favor of a readjustment 
by means of schedules has greatly strength- 
ened. 


The foreign companies have perfected 
an appeal to the United States Supreme 
Court on the Iowa discriminating tax law, 
upheld by the State courts. The court 
will be asked to rule upon the law’s al- 
leged violation of the Fourteenth Amend- 
ment, and of the existing treaties with 
foreign governments. 





NATIONAL BOARD'S EXECUTIVE ON THE AGENCY 
MOVEMENT. 


President Sheldon Endorses the National and State Associations, and Urges Conference and 
Co-operation Between Companies and Agents. 


[Stenographic report of remarks before the Connecticut Association, especially made for INSURANCE 
ECONOMICS.] 


Most of the executive officers of insur- 
ance companies have been fortunate in 
being attached to the business early in 
life, beginning as local agents and branch- 
ing out as members of the force, and thus, 
by a proper system of civil service, reach- 
ing a position in the executive office of the 
company. I was denied that privilege, and 
was, so to speak, thrown into the position 
of an executive owing to certain conditions 
thirteen years ago. The business that I 
was called upon particularly to take hold 
of kept me out of the field, and, I regret to 
say it—I am forced to do so—my ac- 
quaintance among the local agents even in 
my Own company is extremely limited. I 
have met more local agents to-day at this 
meeting than on any other one occasion in 
the twelve years I have been in the busi- 
ness. While I have not met the local 
agents, I am very glad to say that my posi- 


tion has taught me the value of their work, 
and on this first occasion where I am 
privileged to meet them in their organiza- 
tion, I desire through them to testify to 
the loyalty and integrity and thorough 
business ability displayed by them under 
circumstances illustrated in my own case 
that were most convincing. 

If you will pardon personal reference to 
my Own company, I will refer later specifi- 
cally to the national board and its work. I 
desire to place on record this: The posi- 
tion of the Phenix Company to-day is due 
more tothe loyalty, integrity and unswerv- 
ing fidelity of local agents than to any 
other one power. When I took charge of 
the company, as you know, it was in 
trouble. It was doing at that time nearly 
the largest fire business in this country. 
It had enrolled a force of not less than 
4,500 local agents, and although the com- 
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pany was in trouble, and although there 
were competitors who did not hesifate to 
seek to transfer the business of the Phenix 
to their own books, I say to you, and 
through you to the entire body of local 
agents in the national association, that not 
a local agent listened to any such request ; 
not one, in those trying times, held back a 
balance or a renewal. A more striking 
testimony of the loyalty of this important 
branch of insurance business we represent 
I cannot conceive of. 

I want to express my gratitude for an- 
other thing; that is, that the agents have 
organized themselves into an association. 
I know personally very well Mr. Wood- 
worth, president of the national associa- 
tion, and when this movement had its 
initiation it was my privilege to meet and 
discuss with him what was in the minds of 
those who outlined the work originally 
and the purposes they had in view. I was 
very glad to be able to endorse heartily its 
purposes, and in the different positions that 
I have been called upon to fill where I 
could be brought in contact with that asso- 
ciation, or the association in my own state, 
I have been only too glad to support, 
encourage and help, whenever called upon, 
in defence of the interests not only of the 
national association, but of the various 
state associations with whose officers I have 
come in contact. 


Those who have read the report of the 
President of the National Board last year 
will see from its reference to the national 
association and the various state associa- 
tions what hearty encouragement he gives 
to this work. As his successor I bring to 
you to-day the greeting of the national 
board of fire underwriters. It has a mem- 
bership of 128 companies covering our 
eutire land; a membership working more 
heartily together for the purposes for which 
the national board was formed to-day than 
at any other time in past history. While 
it does not come so closely in contact with 
local agents as in early years, inasmuch as 
several years ago it abandoned the making 
of rates, at the same time it is of more 
service to the community at large in the 
work it is performing, than at any time in 
its history. In carrying on its general 
work, a work which it does for the benefit 
of the community as well as for the com- 
panies and the agents, it not only sees, but 
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recognizes the fact that it must have the 
support of organizations like your own. 

For example, at the present time the 
board has brought about, through its 
executive committee, the co-operation of 
the various organizations heretofore work- 
ing in separate departments, with the view 
of harmonizing views in different parts of 
the country with reference to many of the 
appliances which, in this inventive age, 
we are called upon to come in contact with 
from day today. You would be surprised 
if you should read the record of the west- 
ern association, the central association, the 
southern association and the eastern asso- 
ciation to find with reference to the same 
matter four different rulings by the efficient 
managers in charge, and it was not until 
the national board brought together the 
delegates from these various associations, 
and they met face to face, that these views 
were harmonized and a codification of rules 
could be brought about. This has been 
done, as you know, and is receiving the 
support of jall the underwriting organi- 
zations throughout the country. 

Another thing which the national board 
asks is co-operation in regard to the rec- 
ommendations of its engineer as to water 
supply. As you know for five years the 
national board has had representatives 
visiting cities at the request of local boards, 
and examinivg their water supply system 
and the means used to extinguish fires; 
investigating the fire department; ascer- 
taining the different appliances needed in 
the prevention of fires, and these recom- 
mendations are always sent to the executive 
officer or administrative officer of the town, 
city or village. But we recognize this fact, 
that unless the body of Iocal agents in those 
places is also impressed with the impor- 
tance and value of the recommendations, 
no endorsement of them can be secured. 
The national board does its work, and it 
places these recommendations before the 
proper officials, and before the representa- 
tives of the companies in the various 
places, and then it remaius largely with 
the representatives of the companies to see 
to it that those recommendations are en- 
forced, or enforced just as far as they can 
be. We hope— and I have been requested 
by the executive committee of the board 
especially to impress this upon you— that 
we have your support in this work. 

With reference to statistics concerning 
fires and causes of fires. Ten years ago 
our committee began its work. This year 
in a printed pamphlet they showed the 
result of that work for ten years, having 
reports from 203 cities in the country. I 
am very glad to acknowledge here to-day 
the work of the local agents in furnishing 
the information that is codified in this 
report. It has been very valuable. This 
report has been recognized in a letter ad- 
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dressed by the chairman of the committee 
to Mr. Woodworth, president of the 
national association, and very likely it may 
come in some form before the meeting at 
“Milwaukee. At that time there will be 
some particular reference to this, and I 
trust that the national association at that 
time will adopt some recommendation to 
its various members to co-operate in this 
work, and I hope we shall have the support 
of the Connecticut association of agents, 
for we deem the work carried on of very 
great importance. 

There is going on a change in our centers 
in regard to making rates. The informa- 
tion that we get from the committee on 
statistics is vital to this work of rate mak- 
ing in the future, because I can say to-day 
that in the five years that are to come if 
there is any branch of our business in 
which great changes are to occur, in which 
there is to be development for better meth- 
ods, and more satisfactory results, it will be 
on a line of making rates. And in giving 
the basis for this work we must depend on 
information which you gentlemen in your 
individual and collective capacities furnish 
the board. 

During this past year applications were 
made to the executive committee by rep- 
resentatives of three or four state asso- 
ciations and local agents with reference to 
legislation. The national board has a 
committee on laws, and there is on file in 
the office a codification of the laws intro- 
duced, as well as those passed at the various 
legislatures during the past generation. 
Only a small proportion, as you know, of 
the laws introduced ever reach the execu- 
tive for his signature. If you could exam- 
ine that compilation, you would be very 
glad it was so. But the committee is 
obliged to keep up its work, having 
adopted this new rule, that hereafter the 
committee will be represented, not through 
any agency, or counsel, or sole representa- 
tive of the national board, but through the 
representatives of the companies alone. 
Where any legislation is proposed that we 
believe to be subversive of right principles 
in business, wherever there is any such 
law introduced, we notify by circular the 
local agents in that particular vicinity, and 
we callon them for help. I am very glad 
to testify to the hearty and loyal support 
that we have had from your associates in 
this particular field. 

It is hard for an individual member, 
who has a grievance in reference to a 
matter, to understand that the law that he 
introduces to effect a particular case, may 
be of vast injury to thousands of other in- 
dividuals, but such is apt to be the fact. 
And if a bad law goes upon the books 
affecting the underwriting interests un- 
justly, the result of that law will not fall 
upon the company or its representatives, 
but will eventually fall upon the people 
that that individual in the legislature mis- 
represents. 
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The continual taxes forced upon the 
companies by the various state govern- 
ments must in some way reach the ear and 
mind of the community. If additional 
charges are placed against the insurance 
companies, those charges will have to be 
met by additional rates. In this work of 
education, if I may so call it, you gentle- 
men have a great opportunity. By reason 
of the prejudice that exists against corpor- 
ations at the present time a company is 
often denied a hearing, while its represen- 
tatives in the community have a standing, 
that I am very glad to say nearly all repre- 
sentatives of insurance companies have, in 
the community where they live, so that 
that their influence can be made telling 
and effective, and we invoke the agents to 
do what they can to personally come in 
contact with the members of ‘the legisla- 
ture representing their respective towns, 
giving them information, if they desire it, 
and giving them the result of your judg- 
ment with reference to the matter. 

In some quarters the formation of the 
national association of .local agents is 
looked upon with some degree of hesita- 
tion lest its purpose might be antagonistic 
to the companies whose representatives 
they are. I am very glad to say to you 
that the work of the national association 
up to the present time has not only com- 
mended itself to the companies, but on 
every occasion where the companies in 
any gathering have had an opportunity to 
express their views in reference to it they 
have not refrained from giving it their 
hearty endorsement. I bring to you to-day 
from the national board, as at present con- 
stituted, this endorsement again. I want 
to say that the national board through its 
representatives will be glad to co-operate 
with you with reference to any improve- 
ment of the business itself or of the inter- 
ests that you specially represent here. It 
is a time for co-oporation in almost all 
kinds of business. I prefer the use of the 
word co-operation to combination. An in- 
dividual may be powerless to accomplish a 
reform as an individual, but an associa- 
tion of individuals, whether of the state or 
nation, may be very powerful indeed. For 
this reason, with reference to the affairs 
that you have in hand and the purposes 
for which you are organized I bid you God 
speed. 

I believe that this movement has before 
it not only the elements of success and 
advancement, but has already made for 
itself a place and name, and that if the 
lines that have been laid down up to the 
present time are followed up, and the 
gentlemen who are chosen by you to rep- 
resent you in the great interests that you 
have at stake are the equal of those who 
have been selected up to the present time, 
that the work that has been accomplished 
will be as nothing compared to the 
work that can be accomplished in the 
future. 
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OUR ISOLATION ENDORSED. 
i 
I have been considerably interested in 
the discussion on “first-year term valua 
tion,’’ and I wish to say that I think you 
ire to be commended for the position you 
have taken in regard tothe subject. It is 
to be regretted, in my judgment, that more 
of our reputable insurance press does not 
follow suit. Tosay that it isa plain ‘‘ legal 
contract between the insured and the 
company is beggiug the question and not 
strictly true, because in the vast majority 
of cases, when the contract is actually 
iffected, that is, when the application 1s 
secured, tne agent does not mention this 
condition to the insured, and the insured 
believes that he is getting just such a con 
tract as any other company would write at 
the same rate, that is, a regular life o1 
endowment policy. Hence, so far as he is 
concerned, it is a deception and fraud. 1! 
have met several persous who had this kind 
of acontract. In most cases they did not 
know that the policy contained any such 
condition, and in no case did they under- 
stand what was meant thereby. It is much 
more important that the companies now 
doing business should deal equitably and 
entirely just with their patrons, than that 
new companies be established. 
c. aA 
- 
HANDS ACROSS THE CONTINENT. 


The MONTHLY JOURNAL O} 
the title of a magazine 

ished in Boston, and which is to-day the 
best educator in the business. This does 
not in the least reflect upo1 
exceilent insurance journals 
throughout the country 
lines are somewhat differently ca 
journal referred to is comprehensive a 
technical, and yet not to such an exte! 
is to make it difficult to understand nor to 
make it bereft of interest. We are passing 
through the most trving times ever known 
to underwriting, and the publication of a 
journal that leads the mind to knowle lige 
of the business and its technique 
receive the support of every man 
cannot s 
lar a year to greater advantag 

ves and their companie: 

ribing to this paper 
have not given one dollar more che 
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